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203.674 Eligibility for continued occupancy. 
203.675 Notice to occupants of pending ac-

quisition. 
203.676 Request for continued occupancy. 
203.677 Decision to approve or deny a re-

quest. 
203.678 Conveyance of vacant property. 
203.679 Continued occupancy after convey-

ance. 
203.680 Approval of occupancy after convey-

ance. 
203.681 Authority of HUD Field Office Man-

agers. 

AUTHORITY: 12 U.S.C. 1709, 1710, 1715b, 1715z– 
16, and 1715u; 42 U.S.C. 3535(d). 

SOURCE: 36 FR 24508, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility Require-
ments and Underwriting Pro-
cedures 
DIRECT ENDORSEMENT, LENDER 
INSURANCE, AND COMMITMENTS 

§ 203.1 Underwriting procedures. 
The three underwriting procedures 

for single family mortgages are: 
(a) Direct Endorsement. This proce-

dure, which is described in § 203.5, is 
available for mortgagees that are eligi-
ble under § 203.3. 

(b) Lender insurance. This procedure, 
which is described in § 203.6, is available 
for mortgagees that are eligible for the 
Direct Endorsement program under 
§ 203.5, and that are also approved ac-
cording to § 203.4. 

(c) Issuing of commitments through 
HUD offices. Processing through HUD 
offices as described in § 203.7, with 
issuance of commitments, is available 
only for mortgages that are not eligi-
ble for Direct Endorsement processing 
under § 203.5(b) or to the extent re-
quired in § 203.3(b)(4), § 203.3(d)(1), or as 
determined by the Secretary. 

[62 FR 30225, June 2, 1997] 

§ 203.3 Approval of mortgagees for Di-
rect Endorsement. 

(a) Direct Endorsement approval. To be 
approved for the Direct Endorsement 
program set forth in § 203.5, a mort-
gagee must be an approved mortgagee 
meeting the requirements of §§ 202.13, 
202.14 or 202.17 and this section. 

(b) Special requirements. The mort-
gagee must establish that it meets the 
following qualifications. 

(1) The mortgagee has five years of 
experience in the origination of single 
family mortgages. The Secretary will 
approve a mortgagee with less than 
five years experience in the origination 
of single family mortgages if a prin-
cipal officer has had a minimum of five 
years of managerial experience in the 
origination of single family mortgages. 

(2) The mortgagee has on its perma-
nent staff an underwriter that is au-
thorized by the mortgagee to bind the 
mortgagee on matters involving the 
origination of mortgages through the 
Direct Endorsement procedure and 
that is registered with the Secretary 
and such registration is maintained 
with the Secretary. The technical staff 
may be employees of the mortgagee or 
may be hired on a fee basis from a ros-
ter maintained by the Secretary. The 
mortgagee shall use appraisers per-
mitted by § 203.5(e). 

(3) [Reserved] 
(4) The mortgagee must submit ini-

tially 15 mortgages processed in ac-
cordance with §§ 203.5 and 203.255. Sepa-
rate approval is required to originate 
mortgages under part 206 of this chap-
ter through the Direct Endorsement 
program unless at least 50 mortgages 
closed by the mortgagee have been in-
sured under part 206 of this chapter 
prior to September 15, 1995. Other 
mortgagees who have not closed at 
least 50 mortgages under part 206 of 
this chapter must submit five (5) Home 
Equity Conversion Mortgages, proc-
essed in accordance with §§ 203.3 and 
203.255. The documents required by 
§ 203.255 will be reviewed by the Sec-
retary and, if acceptable, commitments 
will be issued prior to endorsement of 
the mortgages for insurance. If the un-
derwriting and processing of these 15 
mortgages (or the 5 Home Equity Con-
version Mortgages) is satisfactory, 
then the mortgagee may be approved 
to close subsequent mortgages and sub-
mit them directly for endorsement for 
insurance in accordance with the proc-
ess set forth in § 203.255. Unsatisfactory 
performance by the mortgagee at this 
stage constitutes grounds for denial of 
participation in the program, or for 
continued pre-endorsement review of a 
mortgagee’s submissions. If participa-
tion in the program is denied, such de-
nial is effective immediately and may 
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